United States 
Department of 


Agriculture 


’ . ; -4 
“oy 6° es te : 
¢ . | , > =P v.04 
— « 


Economic 
Research 
Service 






Volume XIV 
Number 3 
March 1993 








, 
RY 
: ‘ 
Rie 
¥ r. ‘ 
yi Fea 
* > "4 . 
. wai F ‘i 
a 
haa: 
ly ‘Weal 
hake ‘<A “ 
| - Sx 
bs t i ah é 
oe ar PO Se 
4 . , 
Ya Conservation lillage & 
yA 3 







> 


ree 





Shows Large Gains 
| In Corn and Soybeans 


Editor 
Priscilla B. Glynn 


Staff Writers 
Mary Maher 

Doug Martinez 
Carol Lee Morgan 


Editorial Assistant 
Martha Evans 


Art Director 
Barbara Allen 


Publications Supervisor 
Jack Harrison 


(202) 219-0494 


Contents of this magazine may be 
reprinted without permission. 


FARMLINE (\SSN 0270-5672) is published 
11 times a year by USDA's Economic Re- 
search Service. Send questions, requests, 
and editorial comments to FARMLINE, 
Room 228, USDA, 1301 New York Avenue 
NW, Washington, DC 20005-4789. 


Please include your mailing label with 
change-of-address and other requests re- 
lated to your subscription. 


Use of commercial or trade names does 
not imply approval or endorsement by 
SDA. 


PERSPECTIVES 


This is the last issue of FARMLINE. 


During the magazine’s 13-year history, it has provided economic information about 
agriculture and rural America to a general audience—people not necessarily expert in 
economics--throughout the United States and in other countries as well. 


Such information is produced, compiled, and analyzed by FARMLINE’s parent 
agency--USDA’s Economic Research Service. The agency’s economists and other 
scientists conduct research and provide analysis on many aspects of agriculture and 
rural life. The job of the FARMLINE staff was to publish that research and analysis 
in a form that was most useful to our readers. We categorized FARMLINE as a 
"popular" publication, not a technical one. 


Two periodicals were combined in 1980 to create FARMLINE. They were Agricultural 
Situation, which dated from the 1920’s, and Farm Index, founded in the 1960's. 


The subjects covered in FARMLINE have changed over the years. Some of the new 
or newly prominent terms appearing in the magazine recently have included: Nafta 
and GATT, EEP and CAP, Swampbuster and WRP, horticulture and aquaculture, 
high value products and no-till farming, canola and kenaf, flex acres and conservation 
compliance. And of course we have always provided coverage of the old standbys: 
corn and hogs, wheat and beef cattle, cotton and dairy, soybeans and broilers, rural 
development and food marketing. 


We are proud of FARMLINE and its contributions. In our files we have letters of praise 
and appreciation. We have certificates and plaques from contests--writing, design, 
and editing. 


The Federal Government is changing. Down-sizing is occurring, with budget cuts, 
and staff reductions. Programs change and priorities change. FARMLINE is history, 
but other USDA publications and information programs remain, and will be improved. 


ERS will continue to have an extensive, vigorous program of research, analysis, and 
information dissemination. We'll be trying to serve the citizens and taxpayers better 
than ever. 


Keep in touch. 


--Jack Harrison 
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Conservation Tillage Shows Gains in Corn, Soybeans Martha Evans 


U.S. farmers are using plows less, but conventional tillage systems still pre- 
dominate in the major field crops. Gains in no-till and mulch-till systems 
have been especially large in corn and soybean production. 


Cotton Ginning Charges Decreased in 1991/92 Jack Harrison 


Average charges for ginning and wrapping a 480-pound bale of U.S. upland 
cotton decreased from $43.68 in 1990/91 to $42.61 in 1991/92. The charges 
declined in seven States and increased in seven. Lower per-bale charges 
were partly the result of increased total cotton production. 


Poverty a Persistent Problem in Rural America Doug Martinez 


The rural poor in the United States are more dispersed and less visible than 
the urban poor. But they still represent a persistent problem for the Nation. 
Nonmetro poverty was concentrated in the South in 1990. 


Canola Growers Face Several Hurdles John Snyder 


Canola oil, which has the lowest level of saturated fat among the major 
vegetable oils, is gaining popularity with U.S. consumers. Developing a do- 
mestic canola industry, however, is proving to be a lengthy and difficult task. 
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Farmline Trends: Monthly Price Monitor 
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1993 Reports Calendar 
This is your handy guide to summer and fall release dates for situation and 
outlook reports and updates of the Economic Research Service, crop and 
livestock reports of the National Agricultural Statistics Service, and supply 
and demand estimates of the World Agricultural Outlook Board. 


FARMLINE + March 1993 


.UNTY 


sewep - SCS 















/ i .S. producers have become less dependent on the mold- 

board plow since the late 1980’s, but use of conventional 
tillage systems still predominates, according to economist Len Bull 
of USDA’s Economic Research Service. 


Producers’ reliance on the moldboard plow has declined in recent 
years. By 1992, only 12 percent or less of acreage planted to major 
crops was plowed with a moldboard. 


Under the provisions of the Food Security Act of 1985 (commonly 
known as the 1985 farm bill), producers who participate in USDA 
program benefits must implement conservation plans (approxi- 
mately 75 percent of which include residue management) to reduce 
soil erosion by December 31, 1994, or risk losing program benefits. 


In aconventional tillage system, previous crop residue and topsoil 
are mixed or inverted through plowing, power tilling, or multiple 
disking. This system leaves crop residue almost completely buried. 
It also smooths and powders the soil, rendering it vulnerable to 
erosion by water and wind. 


Conventional tillage without the moldboard plow is the leading 
tillage method among producers, although it usually teaves less 
than 15-percent residue on the soil surface after planting. 


For areas susceptible to water erosion, any tillage and planting 
system that leaves 30 percent or more of the soil surface covered 
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Conservation Tillage Shows 
Large Gains in Corn, Soybeans 





However, conventional tillage 
without the moldboard plow is the 
leading tillage method among U.S. 
producers. 








after planting is defined as conservation tillage. In areas vulner- 
able to wind erosion, at least 1,000 pounds of flat, small-grain 
residue equivalent must be left on the surface during the critical 
wind erosion period to meet the definition of conservation tillage. 


Producers are using a variety of tillage systems to help meet the 
requirements for soil conservation mandated by the 1985 farm bill. 
Here are the most common types of conservation tillage. 


With mulch-tillage, the soil is worked before planting, but more 
than 30 percent of the soil surface remains covered. Advantages 
of mulch-tillage include savings in time, fuel, and labor compared 
with conventional tillage. Mulch-tillage can be adapted to several 
soil types, including poorly drained ones. This technique has be- 
come the second most popular tillage system. 





Winter Wheat Tillage 





Winter wheat producers increased use of mulch-till 
from 16 to 18% between 1988 and 1992, and no-till 
from 1 to 3%. Conventional tillage with moldboard 
plow declined from 15 to 11%, while conventional 
tillage without moldboard rose to 68%. 


Conventional with 
moldboard 


Conventional without 
moldboard 


Mulich-till 


No-till 
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Spring Wheat Tillage 


Spring wheat producers increased use of mulch-till 
from 21 to 25% between 1988 and 1992, and use of 
no-till from 1 to 6%. Use of conventional tillage with 
moldboard plow declined from 16 to 8%, while use of 
conventional tillage wirhout moldboard fell from 62 to 
61%. 


Conventional with 
moldboard 


Conventional without 
moldboard 


Mulch-till 


No-till 
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Durum wheat producers increased use of mulch-till 
from 24 to 35% between 1988 and 1992, and use of 
no-till from 2 to 3%. They increased use of 
conventional tillage with moldboard plow from 5 to 
7%, and decreased use of conventional tillage 
without moldboard from 69 to 55%. 


Conventional with 
moldboard 


Conventional without 
moldboard 


Mulch-till 


No-till 
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The no-till method is the most effective technique for reducing soil 
erosion. With this method, the soil is left undisturbed from harvest 
to planting. Narrow seedbeds or slots are drilled by a planter or drill 
at planting time. In 1992, producers used no-till on 14 percent or 
less of their acreage of major program crops. 


With no-till, producers can reduce soil erosion by 75 percent or more 
compared to conventional tillage. Producers using no-till also make 
fewer passes across the field, thereby saving fuel and time, and 
reduce moisture evaporation. 


“Some producers have been hesitant to adopt the no-till system 
because of their perception that it lowers yields and requires 
significantly heavier use of pesticides,” Bull says. “These percep- 
tions are not consistent with the results of many studies on crops 
produced with the no-till technique.” 


With ridge-tillage, crop residue is left on the soil surface between 


ridges. As with no-till, the soil is left undisturbed from harvest to 
planting. 


Based on information provided by economist Len Bull, Resources and 
Technology Division, Economic Research Service. 








Corn Tillage 


Producers in 10 major corn producing States 
increased use of mulch-till from 14 to 25% between 
1988 and 1992. Use of conventional tillage 

with moldboard plow decreased from 20 to 12%, and 
use of conventional tillage without moldboard fell 
from 60 to 49%. 


Conventional with 
moldboard 


Conventional without 
moldboard 


Mulch-till 


No-till 
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Soybean Tillage 


Soybean producers in northern State (IL,IN, IA, MN, 
MO, NE, OH) increased use of mulch-till from 14 to 
26% between 1988 and 1992 and no-till from 3 to 
14%. Their use of conventional tillage with oldboard 
plow declined from 28 to 12%, and use of 
conventional tillage without moldboard plow fell from 
55 to 47%. 


Conventional with 
moldboard 


Conventional without 
moldboard 


Mulch-till 


No-till 
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Producers in southern soybean States (AR, GA, KY, 
LA, MS, NC, TN), increased use of mulch-till from 5 
to 8% between 1988 and 1992, and use of no-till 
from 7 to 14%. Their use of conventional tillage 
without moldboard plow decreased from 85 to 76%, 
and use of conventional tillage with moldboard plow 
remained unchanged. 


Conventional with fj 1992 
moldboard 1988 


Conventional without 
moldboard 


Mulch-till 


No-till 
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Cotton Ginning Charges 
Decreased in 1991/92 


Aw charges for ginning cotton 
during the 1991/92 season (August 


1-July 31) ranged from $34.19 per bale in 
Tennessee to $57.33 per bale in New Mex- 
ico. 


The U.S. average was $42.61 for ginning 
and wrapping a 480-pound bale. This was 
$1.07 below the average charge for the 
previous year. 


Data on ginning charges are collected by 
USDA’s Economic Research Service 
(ERS) in an annual mail survey. The survey 
does not cover extra long staple (ELS) cot- 
ton, which accounts for about 3 percent of 
U.S. cotton and requires a different type of 
ginning equipment. 


“The lower average ginning charge reflects 
sharply larger cotton production in recent 
years, and efforts by the industry to share 
the benefits of higher gin volumes,” says 
ERS economist Edward H. Glade, Jr. 


Average charges declined in seven States 
and increased in seven during 1991/92. 
Mississippi had the largest decline, $1.81 
per bale, and North Carolina the biggest 
increase, $1.25 per bale. 


The wrapping material used for most cotton 
bales is woven polypropylene, a petroleum 
product, Glade says. Small amounts of bur- 
lap, jute, and cotton materials are also used 
for wrapping bales. 


A total of 1,500 cotton gins operated in the 
14 primary cotton producing States during 
1991/92. This was a decrease of 33 gins 
from the previous year, Glade says. (Out- 
side the primary cotton States, three gins 
were operating in Florida, one in Virginia, 
and one in Kansas.) 


“The larger cotton crops of the past few 
years have helped moderate the long-term 
decline in gin numbers,” Glade says. 
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“Larger cotton crops 
have helped moderate 
the decline in gin 
numbers.” 





Texas had the largest decline (22) in num- 
ber of gins in 1991/92. North Carolina and 
South Carolina had increases in their gin 
numbers. 


In 1991/92, the average volume per gin 
climbed to 11,372 bales, up 16 percent from 
a year earlier. Volumes for the season var- 
ied from a high of 20,953 bales per gin in 
California to 3,000 in New Mexico. 


Machine-picked cotton accounted for 79 
percent of the 1991/92 crop, up from 73 


percent a year earlier. Machine-stripping 
was used on the remaining 21 percent. 
Texas, Oklahoma, and New Mexico, which 
primarily use machine-stripping, had lower 
production in 1991/92, which reduced the 
share for that method of harvesting. 


Machine stripping removes all the cotton at 
once, stripping everything off the plant. This 
method results in more leaves, stems, and 
other “trash” in the cotton. Although picking 
is usually done twice during the harvest 
season, it is sometimes only done once, 
depending on the weather. 


“Modules are being used more than ever as 
a method of temporary cotton storage,” 
Glade says. A record 63 percent of the 
1991/92 cotton crop was ginned from mod- 
ules. The remaining 37 percent was ginned 
from traditional trailers. 


Six years earlier, in 1985/86, just 39 percent 
of the crop was ginned from modules, and 


Cotton Ginning Volume and Charges, 1991/92' 





Number 
of gins 


Bales 
ginned 
(1,000) 


Volume 
per gin 
(bales) 


Ginning Amt. ginned 

charges from 

per bale modules 
(percent) 





Alabama 
Arizona 
Arkansas 
California 
Georgia 
Louisiana 
Mississippi 
Missouri 

New Mexico 
North Carolina 
Oklahoma 
South Carolina 
Tennessee 
Texas 

U.S. 


70 
85 


58 
85 


45 
22 
45 

61 
43 

69 
472 
1,500 


543 
1,018 
1,528 
2,640 

702 
1,422 
2,216 

415 

66 

634 

231 

328 

689 
4,626 

17,058 


7,758 
11,977 
11,073 
20,953 
12,103 
16,730 
12,243 

9,223 

3,000 
14,089 

3,787 

7,628 

9,986 

9,801 
11,372 


$35.10 63 
41.88 73 
36.20 49 
45.54 82 
41.04 52 
36.54 51 
36.39 51 
38.95 53 
57.33 38 
49.06 25 
50.47 42 
46.90 11 
34.19 25 
48.93 83 
42.61 63 





"Average charges for saw-ginned upland cotton; season August 1- July 31. 
Source: Economic Research Service, USDA, and U.S. Bureau of the Census. 











A module builder compresses 
seed cotton for storage ina 
field. 


A workman fastens a tarpaulin 
over a module of cotton. 
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61 percent was ginned from trailers. Use of 
modules in 1991/92 ranged from 83 percent 
in Texas and 82 percent in California to 11 
percent in South Carolina. 


Module-making machines have been avail- 
able since the late 1970’s. Some of the 
machines are owned by gins, and some by 
producers. 


“Modules can extend the ginning season,” 
Glade says, “whereas if a producer uses 
trailers they could all be full, waiting on the 
gin to catch up.” But modules can just be 
left in the fields, covered with tarps, until the 
gin is ready for the cotton. 


“Seed cotton,” the term for cotton that has 
not been ginned, weighs two or three times 
as much as ginned cotton, because of 
seeds and other material mixed in with it. 
The cotton that goes into a 480-pound bale 
usually contains about 800 pounds of seed. 


In 1991/92, it took 1,466 pounds (U.S. av- 
erage) of machine-picked seed cotton to 
produce a 480-pound bale, and 2,185 
pounds of machine-stripped seed cotton to 
make up a bale. 
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Charges for the four primary cotton ware- 
house services changed only slightly in 
1991/92, Glade says. U.S. average 
charges were $2.88 per bale for receiving, 
$7.77 per bale for compressing to universal 
density, $1.80 per bale per month for stor- 
age, and $5.92 per bale for outhandling. 


“After ginning, cotton bales are usually 
moved directly to local warehouses for stor- 
age and the other services necessary for 
marketing,” Glade says. 


The economist adds that more than two- 
thirds of U.S. gins now have universal den- 
sity compression equipment, making 
traditional warehouse compression unnec- 
essary. 


The universal density bale, established in 
the late 1960’s, provides a standard prod- 
uct no matter where it is bought and sold. 
Bales of uniform size also allow for efficient 
storage and handling during transportation 
and at textile mills. 


A universal size bale is about 55 inches by 
27 inches by 21 inches and is compressed 
to 28 pounds of cotton per cubic foot. 


Workmen operate a baler 
at a cotton gin. 


Photos courtesy 
National Cotton Council 


Another byproduct of ginning is linters, 
which are very short cotton fibers attached 
to the seeds after ginning. They are re- 
moved from the seeds in the crushing mills 
and have many uses, such as for uphol- 
stery and padding materials, writing paper, 
and nonwoven fabric. Linters can also be 
blended with cotton in making certain types 
of yarn. & 

Based primarily on information provided by 
economist Edward H. Glade, Jr., Commodity 
Economics Division, Economic Research Serv 
ice. 


For a copy of the report on which this article is 
based, call 1-800-999-6779 and ask for Cotton 
Ginning Charges, Harvesting Practices, and Se 
lected Marketing Costs, 1991/92 Season, SB-852 
Or write to ERS-NASS, 341 Victory Drive, Herndon 
VA 22070. The cost is $6 per copy (foreign ad 
dresses add 25 percent) 
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Titles of situation and outlook and other 
reports issued by the Economic 
Research Service are pnnted in 
boldface. Summaries of reports are 
released at 3 p.m. ET on the dates 
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are due off press about 2 weeks later. 
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Poverty a Persistent Problem 
In Rural America 


P overty is as much a fact of life in rural 


America as it is in the Nation’s inner 
cities. 


"Certainly, the rural poor are more dis- 
persed and less visible than the urban 
poor," says economist Robert Hoppe of 
USDA's Economic Research Service. "Sta- 
tistics show, however, that severe poverty 
also exists in rural areas." 


He notes that the public generally perceives 
poverty as an urban problem, probably be- 
cause most people live in or near large 
cities and are therefore able to observe 
urban poverty firsthand. 


In fact, Hoppe says, the Federal Govern- 
ment’s anti-poverty policies have mainly 
been aimed at the urban poor. "But if poor 
people living in nonmetropolitan areas are 
to be helped, understanding their poverty 
and how it differs from metropolitan poverty 
is important," he says. 


To begin with, the nonmetro poor are much 
more likely to live in married-couple families 
than the poor in central cities—or even the 
poor in suburban areas. About 44 percent 
of the nonmetro poor lived in this type of 
family in 1990, compared with 37 percent 
of the suburban poor and only 27 percent 
of the central city poor. 


"In contrast, about 45 percent of the central 
city poor lived in families headed by a 
woman, compared with about 30 percent of 
the suburban and nonmetro poor," says 
Hoppe. 


A Growing Problem 


Nevertheless, poverty among families 
headed by a woman is a growing problem 
in rural areas. The share of the nonmetro 
poor living in such families increased from 
22 percent in 1969 to 30 percent in 1990. 


LAER NEL LAREN SIS I. EBS AE 
The noninetro poor are 
much more likely to 
live in married-couple 
families than the poor 
in central cities 





"This growing share reflects not only a con- 
sistently high poverty rate for people in 
female-headed families, but also a gradu- 
ally increasing share of the total nonmetro 
population living in that family type," Hoppe 
says. "The share of the total nonmetro 
population living in female-headed families 
increased from 8.4 percent in 1969 to 11.5 
percent in 1990." 


The racial characteristics of the nonmetro 
poor also differ from those of the metro 
poor. 


"Whites comprised 73 percent of the poor 
in nonmetro areas and 79 percent in the 
suburbs," says Hoppe. "A much smaller 


share, 54 percent, of the central city poor 
were white." 


He adds that in 1990, the central city poor 
population totaled 14 million persons, and 
the two other populations each included at 
least 9 million. In general, poverty rates for 
specific population groups--such as per- 
sons living in married-couple families—were 
higher in nonmetro than in metro areas. 
However, poverty rates were similar for 
most population groups in central cities and 
nonmetro areas. 


"There were few significant differences be- 
tween the poor in central cities and non- 
metro areas," says Hoppe. "Unrelated 
individuals and blacks were the exceptions. 
Their poverty rates were much higher in 
nonmetro areas." (The poverty rate for un- 
related individuals—those living alone or 
with nonrelatives--was 28 percent in non- 
metro areas, but only 22 percent in central 
cities. The poverty rate for blacks was 41 
percent in nonmetro areas and 34 percent 
in central cities.) 





Over the Past Two Decades, the U.S. Rural Poverty Rate 


Has Exceeded the Total Metro Rate 
% of population in poverty 
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Central cities 
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Source: U.S. Census Bureau, Current Population Survey, various years. 
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Even though none of the poverty rates for 
specific groups was markedly higher in cen- 
tral cities than in nonmetro areas, the pov- 
erty rate for the whole population was 
higher in central cities. 


"This apparent contradiction results from 
central cities’ heavy concentration of fami- 
lies headed by a woman, a group with a 
very high poverty rate," says Hoppe. "About 
20 percent of the central city population 
lived in families headed by a woman, com- 
pared with only 11 percent of the nonmetro 
population." 


Obviously, married-couple families include 
two potential adult workers, while families 
headed by a woman are more likely to have 
only one potential worker. 


"Even if one spouse in a married-couple 
family stays home to take care of children, 
the other spouse is free to work," says 
Hoppe. "Thus, the nonmetro poverty rate is 
more affected by the unemployment rate 
than the poverty rate of the central city." 
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Developing Poverty Definitions 


Although poverty may be described in 
many ways, the U.S. Census Bureau 
Officially defines it as living below the 
income “threshold appropriate for the 
size and type of a person’s family,” says 
ERS economist Robert Hoppe. In fact, 
census Officials use 48 poverty thresh- 
olds to determine whether a person is 
living in poverty. 


“Different thresholds exist for elderly 
and nonelderly individuals, for two- per- 
son families with and without elderly 
members, and for families with different 
numbers of children,” says Hoppe. 


For example, the poverty line for a fam- 
ily of four with two children was $13,254 
in 1990, the final year on which Hoppe’s 
analysis is based. The poverty thresh- 
olds are adjusted annually by the U.S. 
Census Bureau—using the consumer 
price index calculated by the U.S. Dept. 


of Labor’s Bureau of Labor Statistics— 
to reflect inflation. 


A county is considered metro (or more 
precisely, part of a metropolitan statisti- 
cal area) if it includes a city of at least 
50,000 persons, or if it includes a Cen- 
sus Bureau-defined urbanized area of 
at least 50,000 with a total metropolitan 
population of at least 100,000 (75,000 
in New England). In addition, a metro 
area may include other counties having 
strong commuting ties to a nearby cen- 
tral metro county. 


“Metro areas are further divided into 
central cities and areas outside central 
cities, or suburbs,” says Hoppe. “Areas 
Classified as suburban include some 
relatively sparsely settled areas at the 
edges of metro areas, some areas that 
are similar to central cities in character, 
and some areas that closely resemble 
what people usually think of as suburbs.” 

















Poverty Concentrated 


Nonmetro poverty was concentrated in the 
South in 1990. The region was home to 
about 55 percent of the Nation’s nonmetro 
poor, 30 percent of the central city poor, and 
41 percent of the suburban poor. 


“Poverty among blacks was even more pro- 
nounced in the South’s nonmetro areas," 
says Hoppe. "Virtually all poor nonmetro 
blacks--97 percent--lived in the South. Of 
course, nonmetro blacks in general were 
heavily concentrated in the South—about 
95 percent of this group lived there in 1990." 


Additional evidence of this regional concen- 
tration comes from two research projects 
conducted in the 1980's. 


"To further pinpoint poor or low-income 
nonmetro areas, USDA carried out two 
county-level studies," says Hoppe. "One 
study identified nonmetro counties with 
high poverty rates in the 1980 Census of 
Population, and the other identified coun- 
ties that had chronically low per capita per- 
sonal incomes over several decades. Both 
the high-poverty and persistently low-in- 
come counties were heavily concentrated 
in the South." 
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Of course, some progress has been made 
in the battle against nonmetro poverty, par- 
ticularly in the late 1960’s and in the 1970's. 
The nonmetro poverty rate fell from 20.2 
percent in 1967 to 13.5 percent in 1978 
(except for an increase during the 1973-75 
recession). In central cities, suburbs, and 
metro areas as a whole, poverty rates were 
more stable during the period, varying 
within much narrower ranges. 


"Not only did the nonmetro poverty rate 
decline in the early 1970’s, but the gap 
between nonmetro and central city poverty 
rates also closed," says Hoppe. "By the late 
1970’s, the central city poverty rate ex- 
ceeded the nonmetro poverty rate. This 
was a Change from the late 1960’s, when 
the nonmetro poverty rate was higher." 


Poverty rates in both metro and nonmetro 
areas increased sharply in the early 1980's. 
Between 1979 and 1983, the official poverty 
rate climbed from 10.7 to 13.8 percent in 
metro areas as a whole, from 15.7 to 19.8 
percent in central cities, from 7.2 to 9.6 
percent in suburbs, and from 13.8 to 18.3 
percent in nonmetro areas. 


The Reasons Why 


Three major factors were at work in boost- 
ing the poverty rates: 


@ Prices (as measured by the consumer 
price index) increased more rapidly than 
income in the late 1970’s and early 
1980’s. Because the poverty thresholds 
are adjusted for inflation, they increased 
as rapidly as prices. This caused people 
whose income was just marginally 
above the poverty level to fall below that 
level if their income grew more slowly 
than prices and the poverty thresholds. 


Economic downturns from 1980 to 1982 
reduced the earnings of some people 
enough to make them poor. 


Tightened eligibility requirements in- 
creased poverty by removing people 
from the welfare rolls or reducing their 
benefits. 


"After 1983, the metro poverty rates de- 
clined somewhat as the downturns ended 
and inflation abated, but the nonmetro pov- 
erty rate stayed at about 18 percent through 
1986," says Hoppe. "The nonmetro poverty 
rate began to fall in 1987, dropping to 15.7 
percent by 1989." 
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In 1990, poverty rates were on the way up 
again, in response to the beginning of an 
economic downturn. And nonmetro areas 
appear to have experienced slow income 
growth in recent years, widening the in- 
come gap between metro and nonmetro 
areas. 


"This gap can be measured by subtracting 
nonmetro per capita income from metro per 
capita income," says Hoppe. "According to 
U.S. Census Bureau data, metro per capita 
income exceeded nonmetro income by 
about $3,100 in 1973, and by $5,200 by 
1989, measured in 1989 dollars." 


In other words, nonmetro income slipped 
from 78 percent of metro income in 1973 to 
72 percent by 1989. 


Rural Problems 


"Slower nonmetro income growth can be 
reflected in a stubbornly high poverty rate, 
even during recoveries, such as the one 
following the economic downturns of the 
early 1980's," says Hoppe. "In addition, 
those economic downturns were particu- 
larly hard on nonmetro areas, which expe- 
rienced a greater rise in unemployment 
rates and recovered more slowly." 


He goes on to say that this delayed recov- 
ery could help explain the delayed drop in 
the nonmetro poverty rate, because non- 
metro poverty appears to be particularly 
sensitive to unemployment. About 63 per- 
cent of the variation in the nonmetro poverty 
rate between 1973 and 1989 was explained 
by variations in the unemployment rate, 
compared with only 22 percent in metro 
areas. 


"Moreover, the decline in the nonmetro pov- 
erty rate, when it finally did occur, was 
associated with a large drop in the unem- 
ployment rate," says Hoppe. "The 2.4-per- 
centage-point drop in the nonmetro poverty 
rate between 1986 and 1989 occurred at 
the same time as a 2.6-percentage-point 
drop in the nonmetro unemployment rate." 


Despite such evidence, some analysts 
have questioned the severity of rural pov- 
erty. 
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"Their argument is that official poverty sta- 
tistics do not take into account benefits 
received in kind--such as food stamps, 
Medicare, and Medicaid—along with those 
received in cash," says Hoppe, "and that 
the poverty thresholds are not adjusted to 
reflect the supposedly lower living costs in 
nonmetro areas." 


In the early 1980’s, he adds, the Census 
Bureau embarked on a research program 
to examine the effects of a broader defini- 
tion of income--including adjustments of 
taxes, capital gains, and noncash benefits 
from both employers and the Government. 
Making these adjustments does reduce the 
poverty rate in both metro and nonmetro 
areas, census Officials found. 


"But even after these adjustments, the non- 
metro poverty rate exceeded the metro rate 
each year," says Hoppe. "In 1990, for ex- 
ample, the nonmetro adjusted poverty rate 
was still 3 percentage points higher than the 
corresponding metro rate." 


Geographical differences in the cost of liv- 
ing offer a more difficult problem, re- 
searchers have found. "Although nonmetro 
areas are generally perceived as having 


. | SEPA fF; 
rE =a 
po DS 
tty 
anal /§ 
j 


lower living costs," says Hoppe, "itis difficult 
to find consistent differences in the cost of 
living between metro and nonmetro areas." 


Adjusting poverty statistics to reflect geo- 
graphical differences in the cost of living 
would be a major undertaking. Developing 
a cost-of-living index to make such adjust- 
ments would be a costly and time-consum- 
ing process, he says. 


"Constructing the index would require large 
amounts of data and would be complicated 
by regional differences in the types and 
quality of consumer goods available," says 
Hoppe. "Using an inaccurate index might 
introduce more problems and inequities 
than not making any adjustments at all." 


Despite proposed refinements in the defini- 
tion and measurement of poverty to accom- 
modate in-kind benefit and cost-of-living 
differentials, he goes on to say, the current 
measures adequately demonstrate that 
poverty, especially in nonmetro areas, re- 
mains a persistent problem. 


Based largely on information provided by 
Robert Hoppe, Agriculture and Rural Economy 
Division, Economic Research Service. 
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Canola Growers Face 
Several Hurdles 


with U.S. consumers. Its use in this 
country increased 223 percent between 
1987 and 1992, from 263 million pounds to 
849 million pounds. However, it still ac- 
counts for less than 5 percent of the vege- 
table oils market. 


{ anola oil has been gaining popularity 


Some consumers prefer canola oil for 
health reasons, because it has the lowest 
level of saturated fat among the major 
vegetable oils, according to economist 
George Douvelis of USDA’s Economic Re- 
search Service. 


A diet with less saturated fat reduces the 
risk of heart disease and certain types of 
cancer, according to medical research. The 
1988 Surgeon General’s Report on Nutri- 
tion and Health urged Americans to lower 
their intake of fat, especially saturated fat. 


Canola has 6 percent saturated fat, saf- 
flower oil 9 percent, sunflowerseed oil 11 
percent, corn oil 13 percent, olive oil 14 
percent, soybean oil 15 percent, peanut oil 
18 percent, cottonseed “il 27 percent, and 
palm oil 51 percent, Douvelis says. 


Canola oil first appeared on U.S. grocery 
shelves in 1985, when the U.S. Food and 
Drug Administration (FDA) accorded it 
GRAS (“generally recognized as safe”) 
Status. It is used as a cooking oil, in marga- 
rine, and in snack foods. 


Congress gave canola production a boost 
in the 1990 Farm Act—formally titled the 
Food, Agriculture, Conservation, and Trade 
Act—by establishing loan programs for mi- 
nor oilseeds (canola, sunflowerseed, rape- 
seed, flaxseed, mustard seed, and 
safflower). The legislation also permitted 
canola growers to plant canola on up to 15 
percent of their wheat, feed grain, cotton, 
and rice base acres and on wheat and feed 
grain 0-92 acres without losing Govern- 
ment benefits. 


Consumer interest 
increasing because of 
health issues. 





Growers Face Problems 


All of this would seem to be good news for 
U.S. farmers interested in diversifying into 
canola. But you’d be hard pressed to con- 
vince Robert Nixon of that. He’s one of 
several farmers in Orange County, Virginia, 
who tried growing canola for the first time 
in 1991. 


After harvest, Nixon could not find a local 
buyer who would pay what he considered a 
reasonable price for his canola crop. He 
finally shipped it to Canada, with the trans- 
portation costs cutting deeply into his prof- 
its. 


“If marketing outlets don’t increase,” says 
Nixon, “I don’t think you’ll see much canola 
grown in Virginia.” 


In previous years, he could have taken his 
seed to a plant in Augusta, Georgia, to be 
crushed into oil. But that facility, owned by 
the Archer Daniels Midland Co. (ADM), no 
longer processes canola. It is now used for 
other oilseeds. 


“You have to have enough volume to 
achieve economies of scale,” says Parry 
Dixon, ADM’s director of economic re- 
search. “But the volume of canola just 
wasn’t there.” 


This illustrates the dilemma for the fledgling 
canola industry. Unless there’s a large 
amount of canola planted, processors like 
ADM can’t justify investing in crushing 
plants. And if crushing facilities are not 
available, farmers are unlikely to switch to 
the crop. 


Canola is a type of rapeseed that is lower 
in erucic acid, a fatty acid which not only 
presents potential health risks to humans 
but reduces the palatability and nutritional 


value as livestock feed, Douvelis says. 
Some rapeseed has been grown in this 
country in past years, mostly for industrial 
uses. 


Canola competes with soybeans. The 
prices that canola oil and meal can com- 
mand are driven by the prices of soybean 
products, Douvelis says. Soybean oil is the 
leading vegetable oil in the United States, 
accounting for 70 percent of the market in 
1991. 


“Chickens are a Crucial part of the formula,” 
he says. “They eat a lot of soybean meal 
and thus are very important to the soybean 
industry. Soybean meal is also used in 
feeding other types of livestock.” 


Canola meal is a less valuable livestock 
feed than soybean meal, Douvelis says, 
because it’s lower in protein and has a 
higher roughage content. 


That adds to the financial uncertainty facing 
canola producers, the economist says. 


Competition Abroad 


Another reason that U.S. canola acreage 
has not been increasing rapidly is the avail- 
ability of a large supply of canola oil on the 
international market, mainly in Canada, 
Douvelis says. 


In 1992/93, the total U.S. supply of canola 
oil is expected to be 917 million pounds, of 
which only 28 million pounds, or 3 percent, 
will be produced domestically and the rest 
imported. In 1991, about 80 percent of U.S. 
canola oil imports came from Canada. 


Canadian farmers have much more experi- 
ence with canola than do U.S. farmers, 
says Paul Raymer, a University of Georgia 
agronomist. 


“Canada has been working on canola since 
1940, while the United States has been 
working on it only since 1985,” Raymer 
says. “That accounts for the large differ- 
ence in production. Canada has been able 
to develop the infrastructure to support the 
crop, the chemicals to control pests, and a 
seed industry.” 
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As long as Canada can supply the 
U.S. market with plentiful, economi- 
cal supplies of canola, it will be diffi- 
Cult to boost demand for U.S.-grown 
canola, Douvelis says. Canola is 
usually grown in areas where wheat 
is grown. Wheat has an established 
Government support program, 
which makes it difficult for canola to 
compete, the economist says. 


Agronomic Uncertainties 


Plant breeders haven't yet devel- 
oped canola varieties that are well- 
suited to many areas of the United 
States. 


“We have a long way to go in almost 
all our production regions in devel- 
oping well-adapted varieties,” Ray- 
mer says. 


During the winter of 1991, for in- 
stance, virtually all the canola acreage in 
Indiana, Ohio, Kentucky, and Missouri was 
lost to winterkill. 


A lack of pesticides for use on canola is 
another problem facing producers. 


“The agricultural chemical companies find 
it more profitable to develop products for 
larger acreage crops or crops that need a 
lot of protection,” explains Jim Gray, crop 
protection manager for InterMountain 
Canola, the largest U.S. marketer of canola 
oil. 
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“When a variety of chemicals is registered 
for use on a particular crop, it encourages 
producers to plant that crop,” Gray says. 
“And the more acres that are planted to that 
crop, the more products that get registered 
for use on it, because it’s a viable market.” 


U.S. canola acreage is relatively small, so 
chemical companies have little incentive to 
develop canola-related pesticides, Gray 
says. 


Labeling Guidelines Could Help 


A boost for the U.S. canola industry could 
come from new Federal regulations for nu- 
tritional labeling of food. The new require- 
ments issued by the Food and Drug 


Administration (FDA) are 
scheduled to go into effect in 
May 1994. 


To qualify for the label “low in 
saturated fat,” under the new 
guidelines, an oil can have no 
more than 1 gram of saturated 
fatty acid per serving, with not 
more than 15 percent of its 
calories derived from saturated 
fat. 


“Canola oil is the only vegeta- 
ble oil widely available at this 
time that meets the FDA stand- 
ard,” says John Weihrauch, a 
nutritionist with USDA’s Human 
Nutrition Information Service. 


He adds that the only other 
vegetable oils that meet the 
standard—high-oleic-acid saf- 
flower oil, almond oil, apricot 
kernel oil, and hazelnut oil—are currently 
available in relatively small quantities. The 
FDA standard could therefore mean an in- 
crease in canola oil purchases. 
Based on information provided by economist 
George Douvelis, Commodity Economics Divi- 


sion, Economic Research Service, and other 
sources cited in the article. 
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Monthly Price Monitor 


USDA's February 1993 inflation-adjusted 
index of farm prices, from the National Ag- 
ricultural Statistics Service’s Agricultural 
Prices report, was unchanged from Janu- 
ary, but 2.8% below a year earlier. Whole- 
sale market prices follow. All major grain 
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crops charted were down. Corn declined 2¢ 
to $2.05 per bushel, wheat dropped 22¢ to 
$3.71 per bushel, and soybeans fell 6¢ to 
$5.61 per bushel. Cotton rose 1.7¢ to 55.4¢ 
per pound. Iceberg lettuce jumped $4.59 to 
$9.93 per carton. Oranges fell 44¢ to $6.40 


Wheat? 
$ per bushel 


per carton. Direct choice steers, at $80.35 
per hundredweight, hit the $80 range for the 
first time since April 1991. Barrows and gilts 
increased $2.81 to $45.24 per hundred- 
weight. Broilers declined slightly to 52.7¢ 


per pound. 
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ERS-NASS VIDEO TAPES 


ERS: Economic Research 
for American Agriculture 


An historical account of the role of economic research 
in the success of American agriculture. 7/85. 


16 1/2 minutes Order No. VTOO1 $15.00 


Today and Tomorrow 


The U.S. Department of Agriculture’s Outlook program 
analyzes the current situation for U.S. and world crops, 
and provides a forecast of future supplies and prices. 
“Today and Tomorrow” is an overview of the USDA 
Outlook program from its beginning in the 1920’s, to 
the current comprehensive program of research and 
analysis. 3/86. 


23 minutes Order No. VT002 $15.00 


The Need To Know 


Begins with a futuristic “what if?” opening, and then 
proceeds to outline the history, significance, and 
contributions of agricultural statistics and USDA’s 
National Agricultural Statistics Service. 


23 minutes Order no. VT003 $15.00 


Your Hometown 


“Your Hometown” is an informative and entertaining 
look at small town rural America. Originally seen on 
public television stations nationwide, and narrated by 
James Whitmore, the program focuses on three rural 
communities where citizens use innovative thinking and 


teamwork to revitalize their own towns. Filmed in 
Utah, Nebraska, and Georgia, “Your Hometown” is a 
tribute to self-reliance, and the American spirit. 2/88. 


1 hour Order No. VT004 $15.00 


Alternative Agriculture: 
Growing Concerns 


Can U.S. farmers produce at a profit while practicing 
low-input, sustainable agriculture (LISA)? “Growing 
Concerns” investigates the benefits and drawbacks of 
LISA. An excellent overview, this documentary was 
originally seen as a five-part series on national 
television. 1/89. 


19 minutes Order No. VT005 $15.00 


Ethanol: Economic and Policy Tradeoffs 


Ethanol can contribute to the national goals of energy 
security, a clean environment, and a healthy rural 
economy, but there are tradeoffs. 11/89. 


25 minutes Order No. VT006 $15.00 


American Harvest 


Farming in America is not what you think it is. That’s 
the theme of this program which investigayes farms, 
farming and rural America, and farm families. Visit a 
“lifestyle” farm in Virginia, a soybean/hog operation in 
Illinois, and a large California farm that grows just 


about everything. 11/91. 
Order No. VT007 


30 minutes $15.00 








To order, call our order desk toll free, 1-800-999-6779 
(8:30-5:00 E.T. in the U.S. and Canada); other areas, please call 703-834-0125. 
Prices good through 12/92. 
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